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1. 1 APPLAUD THE EXCELLENT DRAFT STRATEGY PAPER PREPARED 
FOR SECRETARY SIMON'S TRIP AND AGREE THAT HIS VISIT HERE 
SHOULD HAVE A VERY POSITIVE EFFECT ON OUR RELATIONS WITH 
ISRAEL. ISRAELIS WILL INTERPET VISIT BY OFFICIAL OF 
SECRETARY'S STATURE, SO SOON AFTER PRESIDENT'S VISIT, AS 
STRONG EVIDENCE OF U.S. INTENT TO CARRY OUT COMMITMENTS 
CONTAINED IN JOINT STATEMENT OF JUNE 17. 

2. 1 SHOULD STRESS, HOWEVER, THAT THEIR HIGH EXPECTATIONS 
OF FUTURE7.S. AID WILL LEAD THEM TO HOPE SECRETARY WILL 
SET FORTH, AT LEAST IN ROUGH OUTLINE, MAGNITUDE AND TERMS 
OF EXPANDED U.S. EXONOMIC AND MILITARY AID. FACT THAT NO 
COMMITMENTS REGARDING LONG-TERM AID WERE GIVEN TO DEFENSE 
MINISTER PERES WHILE HE WAS IN WASHINGTON WILL REINFORCE 
ISRAELI EFFORTS TO ACHIEVE THAT END WITH SECRETARY SIMON. 

3. SECRETARY WILL BE ASKED HOW WE SEE TWO GOVERNMENTS 
PROCEEDING WITH RESPECT TO THE AREAS OF ECONOMIC COOPERATION 
CITED IN JOINT STATEMENT, SUCH AS DESALINATION, CIVIL AIR 
NEGOTIATIONS, AND ESTABLISHENT OF U.S. / ISRAEL ECONOMIC 
COMMISSION. ISRAELIS CAN ALSO BE EXPECTED TO RENEW THEIR 
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SALES PROGRAM (SEE EMBTEL 3306). 

4. WITH REGARD TO PARA 7 OF STRATEGY PAPER, ACCOUNT SHOULD 
BE TAKEN OF THE ANTI-INFLATION MEASURES ANNOUNCED BY GOI ON 
JULY 2 (EMBTEL 3620). WHILE PACKAGE IS PROBABLY INADE- 
QUATE TO REVERSE THE INFLATIONARY TREND, IT IS A SIGNI- 
FICANT MOVE IN THE RIGHT DIRECTION TOWARD GREATER RESTRAINTS 
ON PUBLIC AND CONSUMER SPENDING. IT IS NEVERTHELESS TRUE 
THAT U.S. AID, ADMITTEDLY NECESSARY FOR ISRAEL'S SECURITY 

IN THE FORESEEABLE FUTURE, AT RECENT LEVELS PERMITS SUCCESSIVE 
ISRAELI GOVERNMENTS TO POSTPONE THE KIND OF REAL BELT 
TIGHTENING THAT OTHER GOVERNMENTS WOULD HAVE NO CHOICE BUT 
TO IMPOSE. 

5. FINALLY, I FEEL THERE SHOULD BE CLARIFICATION OF THE STATEMENT 
IN PARA 10 THAT AID DECISIONS " HAVE NOT IN THE PAST BEEN REACHED 
ON THE BASIS OF ANY RIGOROUS ANALYSIS OF ISRAEL'S BALANCE OF 
PAYMENTS REQUIREMENTS". THIS EMBASSY, AND INDEED VARIOUS 
WASHINGTON AGENCIES, HAS PROVIDED IN-DEPTH ANALYTICAL ASSESS- 
MENTS OF ISRAEL’S BOP AND AID REQUESTS OVER THE LAST SEVERAL 
YEARS. FINAL DECISIONS ON AID, OF COURSE, HAVE USUALLY 
REFLECTED CONSIDERATIONS OTHER THAN PURELY ECONOMIC ONES. 

I AM NEVERTHELESS ENTIRELY IN FAVOR OF A MECHANISM BEING 
ESTABLISHED TO EXAMINE SYSTEMATICALLY ISRAELI AID 
REQUESTS AND BALANCE OF PAYMENTS REQUIREMENTS. 
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